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i n t r o d u c e d . ) Nr . Cl e r k , ne x t a g e n d a i t em .

ASSISTANT CLERK: Nr . Pres ident, LB 128 was in troduced by
S enator Quandahl. (Read title.) B ill was read fo r the firs t
time on Jan uary 10, r e ferred t o the Bank ing, Commerce, and
Insurance Committee. That committee reports the bill to General
F il e wi t h no c om m i tt e e a m e ndment s .

SENATOR CUDABACK: Tha n k y o u , Nr . Cl e r k . Se n a t o r Q uandahl ,
you' re recognized to open on advancement of LB 128.

SENATOR QUANDAHL: Thank you, Senator Cud,iback. Members of the
body, L B 1 2 8 i s a b i l l t h a t wa s h e a r d be f o r e t h ~ Ba nk i ng
Commit te e o n J an u a r y 2 8 , 2 0 0 3, a n d i t i nv o l v e s a co up l e o f mi n o r
changes to the Uniform Commercial Code, specifically in articles
i n 3 a n d 4 . I t d ea l s wi t h t wo d i f f e r e n t t o p i c s an d l e t me j u s t
briefly describe what the changes are. The first one deals with
lost instruments. Under the current provisions of the Uni form
Commercia l Cod e , Se c t i on 3 - 3 0 9 , t h e t r a n s f e r ee o f a l o s t
i nstrument must n ot on l y p ro vide tha t the transferor w a s
entitled to enforcement that instrument, but that the transferee
was also in possession off the instrument at the time it was
l ost. To make a long story short, there have b een som e cou rt
cases where that's a problem for banks or for the FDIC or other
i nstitutions that actually take possession o f ins truments, o r
take over ba nks after they' ve went under, and some courts have
f ound t h a t t h o se a cq u i r i n g i n st i t u t i o n s a r e n o t en t i t l e d t o
enforce no t es that they ' ve acqu ired un der t he cur rent
Section UCC 3-309. With the changes proposed under Section 3 of
LB 128 , t h e t r an s f er e e o f a l o st i n s t r um e n t n e e d on l y p r ov e t h a t
the transferor was entitled to enforce that instrument, not that
the transferee was in possession of that instrument at the t ime
it was lost, and that's the first section of the bill. The bill
a ls o d ea l s wi t h d ema n d d r a f t s . A d ema n d d r a f t i s . t yp e o f
instrument that's printed by a merchant or a t e lemarketer t hat
has purportedly obtained permission from a customer to create a
draft drawn on the customer's account. These demand drafts are
not s i gn e d b y t he cu s t o mer . They usu a l l y ha v e s ometh in g l i ke
s ignature o n f i l e , or au t ho r i z e d b y t h e c u s t o mer , o r l an g u age o f
s imi l a r i mp o r t . I f a de ma n d d r a f t h a s b e en a u t h o r i zed b y t h a t
customer, it is a draft properly payable and must be honored by

1030


